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FY 2005/06 Budget - How to Use This Book - Volume Three

The City of Scottsdale’s budget for FY 2005/06 is comprised of three volumes:

Volume One, Budget Summary includes the City Council’s Mission Statement and Broad Goals, the City Manager’s
Transmittal Letters, and Adopted Financial Policies. The Five-Year Financial Plan covers the period FY 2005/06
through FY 2009/10, which forecasts results of operations by fund and incorporates the operating expenses of capital
improvements for the period.

Volume Two, Program Operation Budget presents the individual programs within each department. The publication
includes specific information about the program descriptions, goals and objectives, customers, partners, and staffing,
along with a summary of the program operating budgets by expenditure category and the applicable funding sources.

Volume Three, Capital Improvement Plan includes the Capital Project Budget and Five-Year Capital Improvement
Plan (CIP) with more detailed information for each project. Projects accounted for in Enterprise funds are also included
in the Capital Project Budget. Capital Project Budget funding sources are matched with budgeted expenditures. All
future year operating impacts are noted in the Capital Budget and are included in the Five-Year Financial Plan.

Five-Year Capital Improvement Plan - Volume Three

The Overview section of Volume Three covers why the City has a Capital Improvement Plan, the guidelines used to
determine whether a project is a capital project, and the City’s capital project review process — review teams and
prioritization criteria. The CIP review teams and prioritization criteria describe in detail the measures used by the City’s
two separate CIP teams to rate the various proposed construction related and technology related capital projects. The
CIP review process also covers senior management’s involvement. Next, is a summary of the various funding sources
used to pay for CIP projects. This section concludes with the CIP Fund Summary and the Five-Year Plan.

The Project List section summarizes the City’s capital projects in alphabetical order and reflects each project’s adopted
FY 2005/06 budget with the forecasted funding through FY 2009/10. The forecasted funding, which includes FY 2006/07
through FY 2009/10, was not adopted by City Council as part of the FY 2005/06 budget adoption. This information serves
as part of the City’s long-term capital plan process and will be revisited and updated in future budget reviews. This section
also includes a four-year summary of the operating costs associated with the capital projects. The operating impacts for
projects completed prior to or during FY 2005/06 are calculated and included in the Program Operating Budget. The
Project Descriptions section provides detail information on each of the City’s capital projects, such as geographic
location, project description, funding source(s) and project number, if applicable.

The capital budget authorizes and provides the basis for control of expenditures for the acquisition of significant City
assets and construction of all capital facilities. A five-year Capital Improvement Plan is developed and updated annually,
including anticipated funding sources. Capital budget appropriations lapse at the end of the fiscal year; however, they are
re-budgeted until the project is complete and capitalized with the exception of ongoing maintenance projects. Because
ongoing maintenance projects do not have a completion date, only the non-expended portion of the prior year
appropriation is re-budgeted in the new fiscal year. As capital improvement projects are completed, the operation of
these facilities is funded in the Program Operating Budget.

The Program Operating Budget authorizes and provides the basis for control of operating expenditures for both internal
and citizen services, including operating and maintaining new capital facilities. Program Operating Budget appropriations
lapse at the end of the fiscal year. The Program Operating Budget is funded with recurring annual revenues such as
taxes, licenses, fines, user fees, and interest income.

The following guidelines determine what is a CIP project:

Relatively high monetary value (at least $25,000)

Long life (at least five years)

Results in creation of a fixed asset, or the revitalization of a fixed asset
Included within the above definition of a CIP project are the following items:

Construction of new facilities

Remodeling or expansion of existing facilities

Purchase, improvement and development of land

Operating equipment and machinery for new or expanded facilities

City of Scottsdale, Arizona, Fiscal Year 2005/06 Budget Volume Three, Capital Improvement Plan - 1



OVERVIEW

Planning and engineering costs related to specific
capital improvements

Street construction, reconstruction, resurfacing or
renovation

In general, automotive and other rolling stock, personal
computers, and other equipment not attached to or part
of new facilities are not to be included as a CIP project.
The exception to this is when the total dollar amount of all
the items are of a considerable value that they are
grouped together and considered as a single capital
project.

The City of Scottsdale uses two cross-departmental CIP
Coordination Teams, one for review of construction
related projects and the other for review of technology
related projects. The Construction Review Team (see
appendix in Volume One for a list of staff names) consists
of eight individuals from a variety of programs and
professional disciplines to review project submissions
and ensure that:

Projects are scoped properly (a building has ADA
access, includes telephones, computers, etc.)

Infrastructure components are coordinated (a
waterline is installed at the same time as a
roadway improvement at a specific location)

Long-term operating impacts are included in
estimates (staffing, utility and maintenance costs
are considered)

Timeframes for construction activity and cash flow
requirements are realistic

Projects are coordinated geographically (i.e., not
more than one north/south major thoroughfare is
restricted at a time), and

Project costs are reviewed to determine the
adequacy of the budget and appropriate funding
sources

The Technology Review Team (see appendix in Volume
One for a list of staff names) included eleven individuals
from a variety of programs to review technology project
submissions and ensure that:

Project meets City’s current hardware, software
and security standards

If technology will be accessed from remote
locations, what network bandwidth requirements
are needed to support the application

Long-term operating impacts are included in
estimates (training, maintenance and support)

Who is responsible for funding ongoing
maintenance of hardware, operating system,
application and database, if applicable
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Who is responsible for day-to-day support

Does the system require after hours technical
support

Includes funding to cover ongoing monthly
communication costs associated with the system,
if applicable

Backups and data retention have been
considered

Disaster recovery and security considerations
have been taken into account

While these examples are not exhaustive they provide
excellent examples of the value added through project
review by cross-departmental teams.

Each department was required to submit both new
project requests and re-justifications to the applicable
CIP review team. If the review teams had questions
concerning a request, the departments were asked to
clarify the issue to assist the review team in prioritizing
the project against all City needs.

After this far-reaching review process the CIP Review
Teams prioritize the projects. Projects are prioritized
based on City Council's Broad Goals, department
priorities, anticipated funding sources, and during the first
review the International City/County Management
Association (ICMA) Project Prioritization Matrix as
adjusted for the City of Scottsdale. The ICMA
Prioritization Criteria were obtained from Capital Projects:
New Strategies for Planning. Management. and Finance,
Copyright 1989, pp 85-87.

The twelve prioritization criteria used by
Scottsdale for construction related projects are:

1. Capital Cost - This element is for the total cost of
constructing or installing the proposed work. Of
particular concern in assigning a score for this
element is the question of what makes a project a
high or low priority. For purposes of this
evaluation, use the following rating range:

CAPITAL COST SCORE
Under $100,000 5
$100,000 - $1,000,000 4
$1,000,000 - $5,000,000 3
Over $5,000,000 2

This “forced” scoring should not be considered
adversely with respect to an individual project. It
is simply an acknowledgment of the current tight
financial status of CIP funds. A project that is
relatively expensive that should be deemed an
overall high priority project will have its rank
bolstered by other evaluation elements in which it
will receive high rating scores.
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2.

Annual Recurring Costs - The expected change
in operation and maintenance costs. Program
operating departments provide year-by-year
estimates of the additional costs or reductions
likely in the program budget because of the new
project. Also to be considered are changes in
revenues that may be affected by a project, for
example, the loss in property taxes incurred when
private land is used for a capital project. See
Capital Projects Operating Impacts schedule in
the Project List section on page 20.

Health and Safety Effects - This criterion
includes health-related environmental impacts like
reductions/increases in traffic accidents, injuries,
deaths, sickness due to poor water quality, health
hazards due to sewer problems, etc.

Community and Citizen Benefits - Economic
impacts such as property values, the future tax
base, added jobs, income to citizens, changes in
business income, and the stabilization (or
revitalization) of neighborhoods. Such impacts
may apply more to capital projects related to
growth and expansion than to infrastructure
maintenance although deteriorating structures can
adversely affect business.

Environmental, Aesthetic, and Social Effects -
A catch-all criterion for other significant quality-of-
life-related impacts, this includes community
appearance, noise, air and water pollution effects,
households displaced, damage to homes, effect
on commuters, changes in recreational
opportunities, etc.

Distributional Effects - Estimates of the number
and type of persons likely to be affected by the
project and nature of the impact; for instance,
explicit examination of project impact on various
geographical areas; on low-moderate income
areas; and on specific target groups. Equity
issues are central here - who pays, who benefits,
and the social goals of the jurisdiction.

Public Perception of Need - This criterion refers
to project assessment of (a) the extent of public
support; (b) interest group advocacy and/or
opposition.

Feasibility of Implementation - This element is a
measure of (a) special implementation problems
(i.e., physical or engineering restraints) and (b)
compatibility with the General Plan.

Implication of Deferring the Project - Deferring
capital projects is tempting for hard-pressed
governments but an estimate of the possible
effects, such as higher future costs and
inconvenience to the public, provides valuable
guidance in proposal assessment.

10.

1.

12,

Uncertainty of Information Supplied - Amount of
uncertainty and risk - For each proposal, each of
the above criteria will have associated with it
some degree of uncertainty as to cost estimates,
effect on service quality, or impact of new
procedures. When substantial uncertainties exist
regarding any of the evaluation criteria for any
proposal, the City should consider estimating, at
least in broad terms, the amount of uncertainty —
probability of occurrence — and the magnitude of
the likely negative consequences. Few cities
generate such information but even “educated
guesses” are useful here.

Effect on Inter-Jurisdictional Relationships -
Possible beneficial/adverse effects on
relationships with other jurisdictions or quasi-
governmental agencies in the area constitute this
criterion. Such effects, i.e., waste disposal via
landfills in other jurisdictions, are likely to require
special regional coordination and could impair the
proposal’s attractiveness.

Mayor and City Council’s Broad Goals - If a
capital project directly addresses the Mayor and
City Council’'s Broad Goals, the relative
attractiveness of that project increases.

The ten prioritization criteria used by Scottsdale
for technology related projects are:

1.

Capital Cost - This element is for the total cost of
constructing or installing the proposed work. Of
particular concern in assigning a score for this
element is the question of what makes a project a
high or low priority. For purposes of this
evaluation, use the following rating range:

CAPITAL COST SCORE
Under $100,000 5
$100,000 - $1,000,000 4
$1,000,000 - $5,000,000 3
Over $5,000,000 2

Again, this “forced” scoring should not be
considered adversely with respect to an individual
project. It is simply an acknowledgment of the
current tight financial status of CIP funds. A
project that is relatively expensive that should be
deemed an overall high priority project will have
its rank bolstered by other evaluation elements in
which it will receive high rating scores.

Annual Recurring Costs - This element reflects
other costs relative to a proposed project,
including operation and maintenance (O & M)
costs, licensing costs, and potential revenues
generated by the completed project. If a project
has potentially high O&M and licensing costs,
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then a lower rating should be assigned. If a
project has the potential of generating revenues,
then a higher rating should be assigned. Overall,
the score for this element should reflect a
compilation of all three factors. See Capital
Projects Operating Impacts schedule in the
Project List section on page 20.

Technological Infrastructure - This criterion
refers to projects required to maintain the
technology infrastructure for essential City
operations. This would include such items as
networks and servers; telephone PBX, extension
or improvements to the Wide Area Network for
remote locations, etc. Projects that include
elements related to these items would be scored
higher than projects that don’t support the integrity
of the technology infrastructure.

Service Enhancement And Staff/Citizen
Benefits - This element considers the impacts
that a project may have on service and the
benefits the project may offer to citizens or staff
members. This criterion should be viewed in
terms of the numbers of citizens or staff members
that may benefit from the project and how a
service may be enhanced by the project.

Distributional (Cross-Departmental) Effects -
This element deals with the extent of influence of
a proposed project. The impacts and benefits
may be spread over the community at-large or to
a specific geographic area or to the entire City
staff or to specific City staff at specific locations.

An example of a project that would receive a
higher rating score would be a utility billing project
where almost all citizens would benefit from the
project and some staff members also benefit.
Compare this to a transit technology project that
targets a specific population, and benefits a
limited number of staff members.

Feasibility of Implementation - This element is a
measure of: (a) special implementation problems,
i.e. physical and engineering restraints and (b)
compatibility with the City’s overall Technology
Plan. A project would be considered for a higher
rating score if it has few restraints to accomplish it
and is also compatible with the overall Technology
Plan.

Implication of Deferring the Project - This
element accounts for the downside risk incurred
for deferring a project, such as higher future
costs, loss of contributions, continued
inconvenience to the public and staff, possible
constraints to network capacity, deterioration of
the City’s technology infrastructure or legal

C@qu’l‘af Q%n,pmvemem‘ Plan

liability. In this evaluation, increased implications
for delaying a project translates into a higher
rating score.

Projects that address the limitations of a system
or software package that may render a system
unusable if corrective measures are not taken
would score high for this element. In addition, a
lower score might be in order if future lower costs
associated with technology would come into the
equation.

8. Uncertainty of Information Supplied - This
element measures the success potential of a
proposed project. Rating scores should be
awarded based on the accuracy of information
given by the proposing department, the detail of
cost estimates, and the potential of the project
going awry due to its very nature. Lower rating
scores will be assigned for projects that, basically,
have insufficient information to allow a “good”
review of the project for prioritization.

9. Effect on Regional Governance - Rating scores
should be determined based on the possible
beneficial or adverse effects on a proposed
project due to relationships with other jurisdictions
or quasi-governmental agencies in the area.

Such effects may require special regional
coordination that could directly impact the
success or scheduling of a project. The
identification of such impacts may result in lower
rating scores until such issues are resolved.

10. Mayor and City Council’s Broad Goals - The
question to answer is simply “does it or doesn't it”
and, if the proposed project does, to what degree
are the Mayor and City Council’'s Broad Goals
being met?

After all proposed projects are prioritized using these
criteria, the list of projects is reviewed from two more
viewpoints: (1) Does the list stand an “intuitive check’?
Do projects fall in the priority order that was
“anticipated”?; and (2) Are there any linkages between
projects? Are any projects related to each other in such
a manner that having them accomplished concurrently
would be advantageous? \What about sequencing or
timing? Are any projects dependent on the completion of
other projects? Adjustments to the priority list may be
necessary dependent on this final review.

The prioritized projects are subsequently reviewed by the
City Manager, Assistant/Deputy City Manager, Chief
Financial Officer, Budget Director, CIP Coordinator and
various General Managers. Then the recommended five-
year CIP Plan is reviewed by the City Council Budget
Subcommittee and by the full Council during budget
work/study sessions and public hearings prior to budget
adoption.
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